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SUBJECT: Employer Provided Preventative Health Care Credit/Farmworkers

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

X AMENDMENTSIMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’'S CONCERNS stated in the previous analysis of bill as
X introduced February 20, 1998.

FURTHER AMENDMENTS NECESSARY.
DEPARTMENT POSITION CHANGED TQ Board Support.
X REMAINDER OF PREVIOUS ANALYSIS OF BILL AS INTRODUCED __February 20, 1998 STILL APPLIES.

x

X OTHER - See comments below.

SUWARY OF BILL

Under the Personal |ncone Tax Law (Pl TL) and the Bank and Corporation Tax Law
(B&CTL), this bill would create a tax credit equal to 25% of the anmount paid or
incurred by a taxpayer for preventive health care provided to enpl oyees who are
qualified farmworkers.

SUVMMVARY OF AMENDIVENT

The April 23, 1998, amendment defined “preventive health care” and specified that
an agricultural employee must sign a document verifying that the farmworker is
receiving health care paid for by the employer and is not receiving publicly

funded health care.

Also, the amendment provided that the credit would be in lieu of any deduction
for the expenses for which the credit is claimed.

The April 23, 1998, amendment resolved many of the policy, implementation, and
technical concerns provided in the department’s analysis of the bill as

introduced February 20, 1998. The remaining concerns are provided below, as well
as a new revenue estimate.

Except for the discussion in this analysis, the department’s analysis of AB 2520
as introduced February 20, 1998, still applies.
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| mpl enent ati on Consi der ati ons

This bill allows a credit equal to 25% of qualified expenses, not to exceed
$50, 000 for any one year. Were the credit exceeds the tax liability, the
taxpayer would be allowed to carry over the excess to reduce the tax
liability in subsequent years. It is unclear if a taxpayer generating nore
t han $200, 000 in otherw se qualified expenses in any one year could carry
over the anmpbunt in excess of the $50,000 credit limtation to reduce the tax
liability in subsequent years. Further, given the Decenber 1, 2001, sunset
date for this credit, it is unclear whether the phrase “unused credit” in

subdivision (f) is intended to apply only to credit amounts that have

previously been allowed, but were required to be carried forward under the

tax liability limitations, or whether this phrase also is intended to

encompass credit amounts limited under subdivision (c).

This bill does not limit the number of years any excess credit could be
carried over. Generally, credits are exhausted in eight years.

Technical Considerations

The language allowing carryover of the credit after repeal of the section is
unnecessary since general tax law rules contain this provision.

Tax Revenue Estimate

The revenue impact of this measure, under the assumptions discussed below,
is estimated to be as follows in applied credits:

Revenue Impact of AB 2520
Beginning 1/1/98
Assumed Enactment After 6/30/98
(In MI1ions)
1998-9 [1999-0 2000-1
Personal Income Tax ($R1) ($15) ($16)
Bank and Corporation  ($17) (%14 ($15)
Total ($38) ($29) ($31)

This estimate does not account for changes in employment, personal income,
or gross state product which could result from this measure.

Revenue Estimate Discussion

The revenue impact of this bill would depend upon the number of employers
who incur qualified expenses for preventive health care for employees who
are qualified farm workers, the average costs for qualifying expenses, and
available tax liabilities of claimants.

The estimated losses were determined in several steps. First, according to
the California Statistical Abstract for 1997, there are 380,500 wage and
salary employees in agricultural establishments located within California.
Additionally, approximately 4% of the population receive some sort of
government assistance. This credit would be available only for agricultural
workers who do not qualify for publicly funded health care. For purposes of
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a possi bl e revenue inpact, if 50% of the farm workers not receiving publicly
funded health care qualify the enployer for a credit, with an average
expense of $1,070 (assumed qualifying expenses include children of

farmwor kers, based on the average cost of nedical services provided by the
Departnent of Health Services), the revenue inpact woul d be approxi mately
$34 mllion, adjusted up by a 5% annual growth in applied and carryover
credits fromthe 1997 levels. Estinmates above allow for the denial of

busi ness expense deductions, for the same expenditures. It is assuned that
applied credits would be approxi mtely 70% of the credits generated.

Posi ti on

Support.

At its March 26, 1998, neeting, the Franchise Tax Board voted 2-0 to support this

bill,

with Robin J. Dezenmber, on behalf of Menber Craig L. Brown, abstaining.



